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fete Or THE RAGE SOF -TINTEREST 


BY PROFESSOR GUSTAV CASSEL 


Keynes, in his capacity as chairman of a Brit- 
ish insurance company, has recently forecasted 
the movement of the rate of interest in Eng- 
land during the next few years. His conclusion 
is that the equilibrium rate of interest for gilt- 
edged long-term loans will not exceed 21/, per 
cent., but may possibly fall considerably below 
that level. As Keynes has for several years 
past forecasted a fall in the rate of interest, and 
as this forecast has now come true, great im- 
portance is attached in London to his prognosis, 
and it is rather probable that borrowers and 
lenders will take it into consideration in judging 
the probable trend of the money market. This 
is, of course, a matter of special importance for 
insurance companies. 

It would be rather meaningless to take up a 
position for or against Keynes’ prognosis, to 
approve it or reject it. The only thing that can 
be of real interest and service to those who, 
despite all uncertainty, are obliged, for practical 
purposes, to make their account with the pro- 
spects of the future, is to analyse the various 
factors which determine the rate of interest and 
try to ascertain how far the different views about 
them hold good in the course of the develop- 
ments which are to be expected during the next 
few years and under the varied conditions in 
different countries. 

England has long been a capital-exporting 
country and indeed, owing to her balance of pay- 
ments, has been obliged so to be. Such a 
country is normally bound to have a low rate 
of interest on its internal capital market. Indeed, 
if the estimate of risks entails an inordinate 
difference between the rates of interest for 
foreign and domestic loans, the domestic rate of 
interest on loans is bound to be abnormally low. 
If, in addition to this, the own Government 
securities are endued with special advantages, 
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we may easily arrive at a position where the 
yield on such securities gets below 3 per cent., as, 
according to Keynes, was the case with British 
consols for more than forty years before the 
war. It should be noted, however, that this 
was set off by a considerably higher rate of 
interest on the foreign markets into which 
British capital flowed. 

In present-day. England, as we know, the 
efflux of capital is strictly regulated and as 
regards foreign countries proper has, practically 
speaking, been completely stopped. Even if we 
set aside this artificial impediment, it is very 
probable that, in view of the deplorable post- 
war experience in regard to foreign loans,( the 
export of British capital will, in any case, be 
very limited for a long time to come. This 
consideration, of course, argues in favour of the 
view that the domestic capital market will have 
to reckon with low rates of interest. 

It should be observed, however, that this is 
not a universal tendency, being offset by a trend 
towards a higher level of interest in debtor 
countries. But this does not apply to border- 
line countries, that is, those which neither import 
nor export capital. In these countries the future 
movement of the rate of interest must be judged 
on the basis of the country’s own supply of 
capital. This would approximately correspond 
to the position of Sweden. 

In England the trend of the rate of interest 
is also largely dependent on British monetary 
policy. According to the programme submitted 
by the Chancellor of the Exchequer to the World 
Economic Conference in London last year, the 
first proposition in the British monetary policy 
is to bring about a recovery in the world level 
of wholesale commodity prices, sufficient to 
yield an economic return to the producers of 
primary commodities ‘and to restore equilibrium 
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between prices and costs of production. The 
sine qua non for this recovery is. that credit 
should be made available by a policy of cheap 
money. Central banks should undertake to co- 
operate with a view to securing the monetary 
conditions required for a rise in prices. This 
policy should be clearly announced and vigorously 
pursued and supported by a wider extension of 
what is known as “open market operations”. The 
Empire declaration: adopted immediately after 
the World Economic Conference tended in the 
same direction. It expressly stated that the Goy- 
ernments of the British Commonwealth should 
persist by all means in their power, whether 
monetary or economic, within the limits of sound 
finance in the policy of furthering a rise in 
wholesale prices, until there is evidence that 
equilibrium has been reestablished, and that 
thereupon they should take whatever measures 
are possible to stabilize the position thus attained. 

If the Bank of England actually pursues a 
policy in conformity with this programme, the 
bank rate will have to be kept lower than would 
correspond to the equilibrium level of the capi- 
tal market. By dint of an _ extension. of 
bank credits, the supply of capital in,,,the 
country will be rendered more abundant 
than normally, the natural result being the 
maintenance of a very low rate of interest. It 
is an open question how far the present level of 
interest in England is the result of such a develop- 
ment. The influence of monetary policy on the 
rate of interest is, however, confined to a 
certain span of time. It has already been an- 
nounced in the British programme that stabiliza- 
tion is to take place as soon as a proper rise 
of the price level has been attained. This done, 
the normal ratio of the bank rate to the equilib- 
rium rate of interest will have to be restored. 
The abnormal pressure upon the rate of interest 
during the period of recovery will thus be re- 
lieved. It is important to grasp this quite clearly 
if one wishes to take a correct view of the 
probable movement of the rate of interest in the 
course of the next few years. 

Taking leave of specifically British conditions, 
in order to contemplate the general trend on 
the capital market, we must first consider how 


the demand for capital will presumably shape 
itself. It is a common notion that there will 
be a marked subsidence in the demand for fresh 
capital when all possible inventions have once 
been made, thus extinguishing the need of 
capital for technical developments. This sort of 
thing has been said as far back ‘as any now 
living person can remember, but technical pro- 
gress has declined to be stopped by any fore- 
casts of these short-sighted ignoramuses. The 
truth is that the further technical science ad- 
vances, the wider becomes the field for new 
technical progress, and the greater the demand 
for capital. It should also be borne in mind 
that the technical science of the most advanced 
countries is continuously spreading over the 
globe, thus entailing a perpetual increase in the 
demand for capital, which would be still greater 
if encouraged by a free export of capital from 
the wealthier countries. Furthermore the present 
tendencies towards autarchy, which involve a 
manifold expansion of the productive apparatus, 
artificially stimulate the demand for fresh cap- 
ital. That any reduction in the rate of interest 
is bound considerably to increase the demand for 
capital for technical improvements becomes 
obvious when we consider how this demand has 
been kept repressed by continual shortage of 
capital. If technical science is afforded the 
opportunity of reckoning with a lower rate of 
interest than has hitherto been usual, immeasur- | | 
able opportunities will be opened up for the 
remunerative employment of capital in new 
fields. 

We all know that the need of comfortable 
houses or flats has been deplorably repressed by 
high rents. A lower rate of interest would relieve 
the pressure of those rents, thus raising the 
standard of housing accommodation. The new _ 
houses, in view of their high technical standard, 
must be expected to consume a great deal of 
capital, thus making heavy demands on the 
money market. But, apart from any reduction 
in the rate of interest, we must take into 
consideration the perpetual increase in the 
number of houses, proceeding parallel with a 
continuous improvement in housing accommoda- 
tion. All this involves large demands for capital, 
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which will militate against any reduction in the 
rate of interest. The immense scale on which 
the State and municipalities are now borrowing 
money for expenditure “on capital account” 
tends in the same direction. This money is 
being spent on buildings and constructions of 
various kinds, which, at the specially low rates 
for public loans, may possibly cover the ex- 
penditure on interest. But the tendency will 
obviously be to increase the demand for money 
considerably beyond what would be possible on 
a capital market regulated by the laws of private 
economy. 

The possibility of meeting all these require- 
ments of capital naturally depends on savings. 
Whether in the future we shall ever get back 
to saving on the scale which we were wont, 
before the war, to regard as normal seems 
somewhat problematic. The great change in the 
distribution of incomes which is proceeding 
under the sway of the levelling forces of present- 
day democracy, argues against this. The in- 
creasing burden of the taxation of large in- 
comes and of capital is bound to impede the 
Saving and to discourage the building up of 
capital. According as this taxation assumes, in 
more marked degree, the character of a confisca- 
tion of capital, it must be expected considerably 
to diminish the supply of fresh capital. The 
increase in small incomes which may possibly 
ensue can scarcely lead to an accumulation of 
capital sufficient to compensate for this loss. 
The increase in small incomes will be absorbed, 
to an overwhelming extent, by a rise in the 
standard of living, and this is bound to be the 
case in a very marked degree according as work 
is provided for the unemployed. A great eco- 
nomic advance would, therefore, in all probability, 
result in curtailing the supply of capital. As the 
demand for capital would at the same time in- 
crease, it is not easy to see how a reduction of 
the equilibrium rate of interest can be expected. 

The present low rates of interest are in fact, 
in a great measure, merely the result of the 
paralysation of enterprise by the crisis. The 
perpetual fall of prices in particular has deterred 


vestments. Once we have become fully assured 
that the fall of prices has come to an end, which 
would eliminate one of the principal causes of 
the crisis, private enterprise may make con- 
siderably greater demands on capital. But not 
even a continuation of the crisis would ensure 
the maintenance of the present low rates of 
interest. If profits on industrial and commercial 
undertakings continuously decline, and if the 
lopping of large incomes is continued, we must 
reckon with the possibility that the supply of 
capital will one day be too scanty to meet even 
very modest demands. Here, however, we find 
ourselves in a field where all the determining 
factors are extremely uncertain and problematic, 
eluding any scientific prognosis, whence it is 
still more difficult to express even a tolerably 
reliable opinion as to the resultant of those 
factors. 

When in the middle of the eighteen-nineties 
the rate of interest had fallen to an unusually 
low level, there were quite a number of people 
who prophesied that this fall would continue, 
possibly down to a point where interest would 
vanish altogether. Even renowned scientists 
allowed themselves to be beguiled into drawing 
such a preposterous conclusion. We should be 
on our guard against repeating the same error. 
Existing circumstances give us no warrant for 
assuming that the rate of interest in a country 
like Sweden will continue to fall when the pur- 
chasing power of money, after a proper increase 
in the level of commodity prices, has recovered 
normal stability. Beyond this nothing can be 
said. 

This, however, should suffice to afford rea- 
sonable security in a field where a correct 
prognosis of the future movement of the rate 
of interest is of the greatest practical importance, 
namely in insurance business. The leading 
Swedish insurance companies keep a very safe 
margin in their calculations of interest. As a 
rule premiums are refunded to policy-holders 
on a conisiderable scale by distribution of shares 
in the profits. The consequences of a fall in 
the rate of interest would thus, in the first 


place, presumably be that these refundings would 
be reduced, and that contemplated appropriations 


_ private persons and corporations from embarking 
_ On new undertakings in the nature of long in- 
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to profit equalization funds would have to be 
desisted from, nay possibly that it might be found 
necessary to draw on those very funds. The 
insurance funds proper (the premium reserves) 
are based on a rate of interest of 4 per cent. 
But the actual yield of the companies’ investments 
is, as a rule, much higher and, it is estimated, 
will continue for a long time ahead to exceed 
4'/, per cent., even if the insurance companies 
are obliged in the case of new investments to 
content themselves with rates of interest which 


may be as low as 3 per cent. Only if the rate 
of interest on the securities should keep appreci- 
ably below 4 per cent. for a considerable length 
of time, can the question of raising the premiums 
come up for serious consideration. But in no 
circumstances can the financial status of well- 
managed Swedish insurance companies be af- 
fected by such reductions in the rate of interest 
as can reasonably be expected on the Swedish 
money market. 
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THE AMERICAN NEW DEAL IN 


BANKING 


BY CYRIL B. UPHAM, PH. D., LL. B. TREASURY DEPARTMENT, WASHINGTON 


In the first year of President Roosevelt’s ad- 
ministration, the United States has moved 
steadily in the direction of a managed currency, 
a centralized control of credit and of banking, 
and a planned economy generally. Whether we 
are to go forward to a completely socialized 
banking system, or to retrace our steps, in part 
at least, toward private control, is a question of 
the moment. 

The situation which existed on March 4, 1933, 
when the new skipper took over the wheel of 
cur Ship of State, was such as to emphasize 
the need for planning, management, and control 
in the field of banking and credit. A nation- 
wide banking holiday had closed the 18,000 
banks of the country. A congressional in- 
vestigation, with the help of newspaper head- 
lines, had made the people acutely aware of 
speculative excesses on the stock exchanges, and 
of investment banking abuses. Domestic with- 
drawals, and to a lesser extent, foreign drains, 
were endangering maintenance of the gold 
standard, 

‘The traditional system of commercial banks 
in the United States is known as dual, by virtue 
of the fact that a part are “national” banks, 
that is, chartered and supervised by the Federal 
Government, and part are “state” banks, that 
is, chartered and supervised by the government 
of the state in which located. The strong pre- 
judice against branch banking is responsible for 
the great number of small banking institutions, 
many of them with capital of only $ 5,000 or 
$ 10,000. 

Only about one-third of the banks — all of 
those nationally chartered and most of the largest 
of the state banks — were members of the Fede- 
ral Reserve System. This third possessed about 
two-thirds of all bank deposits of the country, 
however. But there remained wholly outside of 
the control of the Federal Government nearly 
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10,000 commercial banking institutions, upon 
which checks were being drawn daily. In 
America the bank check is the principal item 
of currency and it can readily be seen that there 
was no national control over the currency. 

Indeed, it was this circumstance which served 
as the immediate cause of the banking holiday, 
during which all banks were closed. For each 
State Governor reserved to himself the right to 
declare a State-wide banking holiday within his 
jurisdiction, thus interfering with the national 
circulation of bank check currency. 

This was not serious when it was confined 
to the western state of Nevada, of sparse po- 
pulation and few banks; and it occasioned no 
great disturbance when tried out in southern 
Louisiana. But when in February, 1933, the 
industrially important state of Michigan, the 
center of the automobile industry and with banks 
in Detroit, its largest city, doing a truly national 
business, followed suit, the fat was in the fire. 
The Governor of Maryland closed the banks of 
that state, and the procession of forty-eight 
states was on. 

The need for national control over banking 
and over bank check currency had been de- 
monstrated. Legislative action has been taken 
to make that national control possible. Since 
the legislative authority of the Federal Congress 
derives from delegated powers, it has always 
been open to doubt whether all commercial bank- 
ing could be forced under federal supervision 
and control. An official opinion by the counsel 
of the Federal Reserve Board not long since 
cited three constitutional powers of Congress 
under which such action might be taken — 
power over interstate commerce, power over cur- 
rency, and power to tax. 

It was not necessary to resort to any of pas 
however, as we shall see. 

The licensing of banks to reopen for business 
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following the general closing of the holiday 
period was entrusted to the Secretary of the 
Treasury. Here was an opportunity to put a 
policy of national control into effect. Complete 
advantage of it was not taken, however. Nation- 
al banks and state banks which were members 
of the Federal Reserve System were licensed 
through the Comptroller of the Currency, who 
supervises and examines national banks, and 
through the Federal Reserve banks. The licensing 
of other state banks was entrusted to the various 
state banking commissioners. While they were 
expected to follow the same general rule as 
that which guided Federal officials in reopening 
banks, and only permit sound institutions to 
resume business, needless to say some of them 
showed greater leniency than others. 

By the end of March more than 12,000 banks 
had been licensed and opened. The reorgan- 
ization of others and the subsequent strengthen- 
ing of some of those prematurely opened has 
been a continuous process since. 

Three things have played an important part 
in these reorganizations. 

In the first place, the Emergency Banking 
Act of 1933, enacted on March 9, contained a 
provision whereby a bank with respect to which 
there was some chance of reorganization and 
reopening, need not be declared insolvent and 
have a receiver appointed, but could have a 
conservatorship created, and a conservator 
appointed. The duty of this official was to 
conserve the assets and carry on a limited bank- 
ing business until the bank was reorganized or 
until that was found impossible and liquidation 
through receivership was decided upon. 

In the second place, the Emergency Banking 
Act authorized the purchase by the Reconstruc- 
tion Finance Corporation, an instrumentality of 
the Federal Government, of preferred stock (or 
in some cases capital notes or debentures) in 
banks. All banks have been urged to sell pre- 
ferred stock to the Corporation, those which 
do not need additional capital funds as well as 
those which do. The Government now owns 
approximately a billion dollars of stock of this 
kind in over 5,000 banks. This represents in 
the neighborhood of one-fifth of the capital of 


all banks, and there are included nearly all of 
the largest and most important banks. It should 
be noted that through its ownership of stock in 
commercial banks which are members of the 
Federal Reserve System the Government is in- 
directly a part owner of the Federal Reserve 
banks, since their stock is wholly owned by their 
member banks. 

In addition to its ownership of bank stock, 
the Government, through extension of loans 
through the Reconstruction Finance Corporation 
to many other banks, has gained a potential in- 
fluence in credit control. 

The third circumstance which is destined to 
complete the process by which national control 
of banking is being achieved was the enactment 
of a provision for insurance of bank deposits 
in the Banking Act of 1933. The Banking Act 
of 1933 is not to be confused with the Emergency 
Banking Act of 1933. It had been in the process 
of formulation for two or three years past and 
was advanced by Senator Glass to strengthen 
and perfect the Federal Reserve System and to 
prevent funds of the system from being diverted 
to speculative uses. Senator Glass sponsored 
the original Federal Reserve Act in the House 
of Representatives in 1913. He is distinctly of 
the old school, and out of sympathy with much 
of the monetary program of the New Deal. 

A foe of deposit insurance, Senator Glass 
was nevertheless prevailed upon to accept it in 
order to have the Banking Act of 1933: enacted 
into law. The most persuasive argument with 
him was that the deposit insurance provisions 
brought a unification of all banks in the country, 
forcing them into the Federal Reserve System, 
and giving to the Federal Government control 
over banking and so control over bank check 
currency and over credit. 

* 

The statute set up a Federal Deposit In- 
surance Corporation, which in the current 
American custom of using alphabetical de- 
signation, is known as the F. D. I. C. In order 
to have their deposits insured by this corpora- 
tion, banks must, not later than July, 1936, join 
the Federal Reserve System. It is believed that 
banks whose deposits are not insured will be 
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unable to exist in competition with those with 
insured deposits, and thus we shall find all of 
our banks by 1936 in the Federal banking system, 
and under unified national control and super- 
vision. And it will have been accomplished not 
by force, but by a sort of gentle compulsion, 
the offer of a benefit and an advantage in 
exchange for allegiance, and the prospect of a 
complete loss of deposits as the penalty for non- 
allegiance. For it is believed deposits will be 
transferred from non-insured banks to those 
which are insured. 

It is the announced intention of the Govern- 
ment not to let any bank in which it owns stock 
fail. Everything possible will be done to save 
banks which are members of the Federal Deposit 
Insurance Corporation from suspending. The 
combined supervisory functioning of the insur- 
ance corporation, of the office of the Comptroller 
of the Currency and of the Federal Reserve 
Board and the regional Federal Reserve banks 
will bring perhaps a fairly comprehensive super- 
vision if‘not, indeed, regulation or control of the 
banks of the country. 

The Emergency Banking Act of 1933 con- 
firmed and approved the emergency measures 
taken by the President between March 4 and 
March 9, the date of its enactment. It authorized 
a much greater use of United States securities 
by Federal Reserve banks as collateral security 
for issues of circulating notes, and permitted 
the issuance of such notes directly against drafts, 
notes and bankers acceptances acquired by the 
reserve banks. The Act also empowered the 
Secretary of the Treasury to require all persons 
to give up any gold or gold certificates they had 
in their prosession. 

A second enactment, known as ‘the inflation 
bill, which took the form of an amendment or 
“rider” to a farm relief bill, became law 
‘May 12. 

The inflation bill made it possible to expand 
‘currency and credit in any one or all of a 
‘number of ways. In the first place, an agree- 
‘ment could be entered into whereby the Federal 
Reserve banks would engage in open market 
perations up to a total of $ 3,000,000,000 of 

ets in addition to those in their possession at 
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the time of the agreement. This would force 
the excess reserves of the member banks, already 
at a high figure as a result of heavy open market 
operations for some months prior to that time, 
to an even higher total. In this way pressure 
would be brought on the banks to make use of 
the funds in their possession in extensions of 
credit to industry and agriculture. If an agree- 
ment of this nature could not be reached with 
the Federal Reserve banks, it was possible under 
the inflation act to require the reserve banks to 
take directly from the Treasury $ 3,000,000,000 
of Government bonds. This would not have 
affected the excess reserves of member banks 
directly, of course, as is the case in open market 
operations, but as the funds were expended by 
the Treasury, they would be deposited in the 
banks, passed along to the reserve banks, and 
much the same result would have been ac- 
complished. 

The inflation act empowered the Treasury to 
issue up to $ 3,000,000,000 in Treasury notes, 
or “greenbacks”. It authorized the acceptance 
of silyer up to $ 200,000,000 in payment of war 
debts, and the issuance of silver certificates 
against such silver. 

It provided that a ratio might be fixed be- 
tween gold and silver and that there might be 
unlimited coinage of both metals at that ratio. 
It provided that the gold content of the dollar 
might be reduced by as much as fifty per cent. 

Finally, the act not only gave blanket authority 
to the Federal Reserve Board, with the approval 


‘of the Secretary of the Treasury, to require 


Federal Reserve banks to “take such action as 
may be necessary, in the judgment of the Board 
and the Secretary of the Treasury, to prevent 
undue credit expansion”, but specifically em- 
powered the Federal Reserve Board, upon the 
affirmative vote of not less than five of its 
members, and with the approval of the Pre- 
sident, to “declare that an emergency exists by 
reason of credit expansion”, and by regulation 
during such emergency to “increase or decrease 
from time to time, in its discretion, the reserve 
balances required to be maintained against either 
demand or time deposits of member banks”. This 
gives the Federal Reserve Board, with the appro- 
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val of the President, authority to control very 
directly the credit expansion powers of the com- 
mercial banks, as an increase in their required 
reserves would influence materially their lend- 
ing ability: it gives the Board, with the approval 
of the Secretary of the Treasury, complete and 
unlimited power to “take such action as may 
be necessary” to curb the upward credit trend. 

A joint resolution of June 5 specifically re- 
pealed the “gold clause” in Government obliga- 
tions and in private contracts, 

The Federal Securities Act, of May 27, has 
resulted in the Federal Government, by reason 
of such legislation, having a sort of negative 
control of investment banking and investment 
credit. Patterned to some extent after the 
British Companies Act, this measure requires 
issuers of securities to file with the Federal 
Trade Commission complete information with 
respect to the obligated company, underwriters 
and investment banking houses identified with 
the issue, and all pertinent facts with respect 
to the issue itself. It is known as the “Truth-in 
Securities Act”. Heavy civil and criminal pen- 
alties are placed upon those who state any 
material fact incorrectly or omit any material 
fact, the omission of which might be misleading 
to an investor. 

New issues of securities have been weak for 
some time. It is argued that the strictness of 
the Securities Act, especially the provisions as 
to civil liability, which are alleged to be much 
more stringent than in the British Companies 


Act, are responsible for the lack of new offer- - 


ings. A revival of the capital goods industries 
and of a market for their securities is being 
urged by investment banking interests as es- 
sential to recovery, and pressure is being exerted 
for amendment of the Act to liberalize its 
provisions in this respect. 
At the same time, there is now pending in 
the Congress, and the subject of committee 
hearings, a bill to regulate the stock exchanges. 
The exchanges would be licensed by the Federal 
Trade Commission. Many of the practices of 
1929 would be prohibited. It is being opposed by 
the exchanges as completely destructive of them 
and of the corporations whose shares are listed 


with them, unless materially modified. The 
amount of margin required on brokerage ac- 
counts would be fixed by the bill and the amount 
which could be loaned by banks against stock 
exchange collateral. Unlisted stocks might not 
be used as collateral for bank loans. The bank- 
ing aspects of the bill are thought by some to 
be in conflict with similar controls which may 
be exercised by the Federal Reserve banks and 
the Treasury, and it is suggested that perhaps 
one of those agencies should be given the ad- 
ministration of the Act instead of the Federal 
Trade Commission. Opponents of the legisla- 
tion claim that it would give the Federal Govern- 
ment complete domination over the credit ope- 
rations of all American industry. A committee 
of Government department officials is studying 
the possibility of a voluntary system of Federal 
incorporation of concerns doing an interstate 
business. This is popularly regarded as another 
step in bringing business under Government 
control. 

The National Recovery Administration, with 
its industrial codes of fair business practices and 
the Agricultural Adjustment Administration, 
with its marketing agreements, are also looked 
upon by many business men as attempts of the 
Government to control industry. 

In addition to deposit insurance for banks, 
the Banking Act of 1933 included many pro- 
visions amending the Federal Reserve Act and 
banking statutes generally. It does not seem to 
have been inspired, however, by any logical phi- 
losophy or clearly worked out scheme for distri- 
bution of credit power as between the Federal | 
Reserve Board and the twelve regional banks, — 
or as between the Federal Reserve System and 
the Government. 

In the matter of loans by Federal Reserve — 
banks to their members or rediscounts for their 
account, the Banking Act of 1933 definitely in- 
creased the authority of the regional banks to 
refuse such accommodation. Moreover, the cen- 
tral Federal Reserve Board was given greater 
power, by which it may go far in exercising 
control over the lending policy of member 
banks, and may completely cut off the member 
bank from borrowing from a reserve bank. 
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It should be noted that even prior to the 
Banking Act of 1933, amendements to the Fe- 
deral Reserve Act, in transferring from the 
local banking institutions to the regional reserve 
banks a large degree of control over credit po- 
licies, had changed what some observers had 
regarded as a fundamental concept of the 
original law. 

The Federal Reserve banks have claimed and 
exercised the right of refusing to lend to apply- 
ing member banks, but prior to the Banking 
Act of 1933, there was perhaps some doubt of 
the legality of their position in this respect. 
There can no longer be any such doubt. 

The 1933 amendment provides, for instance, 
that each Federal Reserve bank is to ascertain 
whether its members are making undue use of 
eredit for the speculative carrying of or trading 
in securities, real estate, or commodities and 
to give consideration to such information in 
determining whether to grant or refuse credit 
accommodation to such members. This appears 
to be a pretty direct influence or control of the 
local credit policy of the individual bank. The 
theory is that such action is taken in the in- 
terest of maintaining sound national credit con- 
ditions. 

The Federal Reserve Board may now bar a 
member from use of the credit facilities of the 
System, even though the local regional bank is 
willing to lend. Either the Board or a district 
bank can deprive a member bank from borrow- 
ing on its own note if it has increased its com- 
mitments against stock exchange collateral when 
warned not to. The Board controls the period 
of suspension, The Board may fix: the percent- 
age of individual bank capital and surplus which 
may be represented by loans secured by stock 
or bond collateral. The Board may direct a 
member bank to refrain from increasing its loans 
of this character. Finally, the Board may remove 
bank officers, not only for violations of law, 
but for continuing “unsafe and unsound prac- 
tices” in conducting the business of the bank, 
after being warned to discontinue them. 

The Act does not give the Reserve Board 
power to require a district reserve bank to lend 
_to a member, or a member to lend to its custom- 
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ers, but it does give authority to prevent the 
making of loans. It is a definite recognition 
of the new theory that control of lending policy 
of local banks is a matter of national concern, 
and it apparently accepts the principle of a 
strengthened central banking board at the ex- 
pense of the decentralized district banks. Pres- 
sure of public opinion may be brought in an 
attempt to compel banks to lend. We are ex- 
periencing efforts of that kind at the present 
time. 

In the field of open market operations, the 
Banking Act of 1933 recognized and enacted 
into formal law a condition which had been 
developed by regulation, under which purchases 
of Government securities and of bankers ac- 
ceptances in the open market were handled by 
a System committee. While, as a practical mat- 
ter, the tendency is toward an increase in the 
influence of the Federal Reserve Board, the 
Board has not been given the authority in this 
respect for which some of its members have 
contended, and the 1933 Act probably made no 
change in the balance of power between the 
Board and the banks. 

Thé Banking Act of 1933 results in a some- 
what anomalous situation. For while the Fede- 
ral Reserve Board has been given greatly in- 
creased power and authority to control the credit 
operations of member banks, by means of di- 
rect pressure, and to do so in some instances 
irrespective of the wishes of the district re- 
serve bank, the central Board is given no greater 
initiative in either the matter of rediscount rates 
or open market operations. In these fields, cer- 
tainly in the former, the autonomy of the re- 
gional reserve banks continues to be recognized. 
The Board cannot initiate changes in district 
rates; it can only review them. It seems clear, 
however, that the Federal Reserve Board, as a 
central agency to determine national credit 
policy, is not only better equipped to determine 
what discont rates should be, and what the vo- 
lume and velocity of open market operations 
should be; but that it can better effectuate such 
a national policy through these functions than 
it can through direct pressure on the 7,000 in- 
dividual banks. 
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In the field of international relationships, the 
power of the Federal Reserve Board, as against 
that of the regional banks, was increased. 

The Gold Reserve Act of 1934 was enacted 
January 30: It transferred to the Government 
title to all Federal Reserve gold, and gave the 
reserve banks in lieu thereof gold certificates, 
which are redeemable at such times and in 
such amounts as, in the judgment of the Secre- 
tary of the Treasury, are necessary to maintain 
the equal purchasing power of every kind of 
currency of the United States. 

This transfer is regarded by some commen- 
tators as a substantial transfer, likewise, of cre- 
dit and currency control from the Reserve Sy- 
stem to the Government. This is emphasized by 
the grant of authority to the Secretary of the 
Treasury to engage in open market operations and 
to manage a stabilization fund of $ 2,000 000,000, 
which resulted as a “profit” from devaluation 
of the dollar. 

For devaluation of the dollar from 25 °/,, 
grains of gold to 15°/,, followed the enactment 
of the Gold Reserve Act. The inflation bill had 
authorized a fifty per cent. reduction. The Gold 
Reserve Act narrowed the possible devaluation. 
Leaving fifty per cent. as the maximum, it 
stipulated that the weight of the gold dollar 
should not “be fixed in any event at more than 
60 per centum of its present weight”. 

There is to be no more gold coin in the United 
States.. All redemptions are to be in gold bul- 
lion, and presumably for settling international 
balances only. The particular kind of a gold 
standard which has been restored is difficult to 
stipulate. The Secretary of the. Treasury has 
referred to it as a sort of international gold 
bullion standard: the Governor of the Federal 
Reserve Board has said it is a gold reserve 
standard. 

The President of the United States has given 
assurance to the Federal Reserve System that 
the Gold Reserve Act- does not interfere with 
the credit, currency or supervisory responsibili- 


ties of the reserve banks, and does not in any 
way impair their strength. 

A bill which is pending in the Coach but 
without sponsorship or support of the Admin- 
istration, would interfere, however, with the 
status of the Reserve system and its functioning. 
It is a measure to establish a Federal Monetary 
Authority. The Authority would be a Govern- 
ment agency, wholly independent of the private 
banking interests of the country. It would take 
over the function of issuing all currency. Re- 
serve banks would no longer issue currency. 
The Monetary Authority would serve as a redis- 
counting agency for the Federal Reserve banks. 

It would be the duty of the Monetary Author- 
ity to maintain a constant purchasing power for 
the dollar as measured by the cost of living in- 
dex or index of wholesale prices for commo- 
dities. 

There are innumerable proposals for injecting 
the Government into the banking business. The 
Government has a substantial stock interest in 
the Federal land banks; it owns outright the 
Federal intermediate credit banks, and other 
agricultural credit institutions; it has contributed 
to the capital of Federal home loan banks and 
Federal savings and loan associations; it plans 
foreign trade banks, and Federal intermediate 
industrial banks to make loans to small indus- 
tries. There is being urged a bank for Govern- 


ment finance, one immediate object of which 


would be to take care of the financial needs of 
hard pressed municipalities. Commercial banks 
are criticised because they do not lend with 
greater liberality and in greater volume, and 
talk is heard of direct Government loans to in- 
dustry. 

The whole banking and credit structure and 
method of operation and control in the United 
States is ina state of flux. What will emerge is 
impossible to predict. But certain it is that bank- 
ing in this country five years hence will be 
distinctly different from banking five. years 
ago. 
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SWEDISH INDUSTRIES AND THE ECONOMIC CRISIS 


SOME POINTS OF VIEW BY 0. EDSTROM, TREASURY DEPARTMENT, STOCKHOLM. 


The world economic depression, owing to its 
duration and intensity, has given rise to serious 
apprehensions, and the views regarding the 
future development of the world economy have; 
generally speaking, been imbued with profound 
pessimism. In itself this is not very remarkable. 
The human mind is usually so constituted that 
the impressions which it receives in times of 
prosperity and economic progress render it over- 
Sanguine about the future, and that the reaction 
which ensues when the economic situation changes 
for the worse plunges it into an equally exag- 
gerated pessimism. We need only recall the 
boom in the United States before 1930 and the 
exaggerated notions regarding the economic 
future of Sweden which prevailed in some 
quarters in this country about the year 1929, 
and compare these waves of feeling with the 
mental tone of the last three or four years. 

The severity of the recent crisis and especially 
its effects on foreign trade — besides many other 
things of dubious value which it has carried in 
its train — has favoured the development of an 
economic nationalism aiming at autarchy, to the 


greatest possible extent, without any clear ideas” 


being shaped as to the prospects of subsistence 
in the long run. Economically speaking, there 
is no objection to a country rendering itself in- 
dependent of foreign countries by more effec- 
tively organized production, without artificial 
intervention, in so far as this is possible at all. 
If, on the other hand, endeavours are made to 
attain this goal with the aid of trade barriers, 
the whole matter assumes a more dubious aspect. 
We shall then incur the risk of artificially stim- 
ulating an uneconomic production, which is 
eventually bound to have an unfavourable re- 
percussion on export trade. In this country, 
however, the consciousness of the advantages 
of free international trade is so deep-lying that 
the mentioned economic views, which are derived 
from an earlier school of thought, have not much 
prospect of gaining ground. Nevertheless in 


times like these it is important to make it clear 
what our trade with foreign countries has meant, 
and still means, for Sweden’s economy. 

The economic power of Sweden is based, 
broadly speaking, on the utilization and elabora- 
tion of our natural resources, especially timber 
and ore. These resources would have been ex- 
ploited only on a limited scale, had not the world 
market been open to us, and had not these raw 
products, elaborated into wood goods, wood 
pulp, paper, iron arid steel, etc., been in so great 
demand in other countries. Nearly two-thirds 
of our industrial labour is normally employed 
on the utilization and elaboration of these re- 
sources. The bulk of this production is ex- 
ported. According to a cautious estimate, more 
than one-third of the total number of industrial 
hands, exclusive of builders’ workers, are em- 
ployed in work for the export market. 

It' is fairly obvious that such an extensive 
production for export, in view of the increased 
purchasing power which it creates, is bound to 
have a stimulating effect on home industries. 
The development of our home industries has in 
fact proceeded parallel with the development of 
our export industries. The progress of the 
former is thus largely connected with the ad- 
vance of the latter. Hence it follows that a de- 
cline of our export industries is eventually bound 
to entail an unfavourable repercussion on our 
home industries. 

The economic prosperity of Sweden thus 
seems to be closely bound up with the prospects 
of maintaining and extending our export trade. 
Now have these prospects in any way diminish- 
ed? Are they at all worse than at the time of 
the immediately preceding crisis? These questions 
can best be answered by a.survey of Sweden’s 
trade and industry after the war. 

After the slump of 1921—1922 Swedish 
foreign trade showed a fairly continuous in- 
crease up to and inclusive of the year 1920, 
when it reached the large amount of 3,595 mil- 
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lion kronor. Then set in a marked decline, 
which came to a head in 1932. In the last- 
mentioned year Swedish foreign trade had a 
total value of merely 2,102 million kronor. The 
decline from 1929 to 1932 was thus about 40 
per cent. If the fall of prices is taken into 
account, the actual decline in volume amounted 
barely to 20 per cent. Viewing, as we should, 
our foreign trade over a longer period of time, it 
will be found that the yearly average during 
the period of boom, 1923—1929, was 2,988 mil- 
lion kronor and during the period of decline, 
1930—1933, 2,508 million kronor. The diminu- 
tion in value is thus only 16 per cent. As com- 
modity prices during the last-mentioned period 
were considerably lower than during the pre- 
ceding one, we may venture to state that the 
volume of trade during the latter period has, on 
an average, not diminished at all. 

As for our industrial production, it has shown 
far greater resistance to the effects of the crisis. 
The decrease in the volume of production from 
1929 to 1932, when it reached bottom, was, 
according to the official indices, about 10 per 
cent. The index number for the volume of 
production was 157 (1920 — 100) for the ‘year 
1929, and 142 for the year 1932. The corre- 
sponding figure for the year 1933, on a cautious 
estimate, may be put at 146. The average index 
number for production for the years 1923—1929 
(still taking the year 1920 as a basis) was 127, 
and for the years 1930—1933 149. lf we deduct 


the production for the year 1930, which ap- 
proximately corresponded to that of 1929, and 
include it in the figures for the period of boom, 
the average number for the latter period will 
be found to be 131, and for the period of 
depression 146. 

The favourable position thus maintained by 
Sweden’s industrial production, as indicated by 
these figures, is, however, largely due to the 
fact that the home industries have not shown 
any actual decline in production. Some of 
them, indeed, such as the textile and clothing 
industries, have actually increased their produc- 
tion. This is partly due to the foreign exchanges, 
which, in some measure, have handicapped im- 
ports, especially of finished goods. Domestic 
production thus remained unaffected by the 
decrease in the consumption of various finished 
goods. 

The decrease in production has thus prin- 
cipally affected the export industries, which is 
only natural, as their output largely consists of 
capital goods. The largest decrease in produc- 
tion, as compared with 1929, has been shown 
by iron ore, wood goods, export iron and ma- 
chinery. A much less marked decline has been 
shown by chemical wood pulp and paper. The 
total decrease in the volume of production of 
the export industries from 1929 to 1932 may 
be estimated at between 15 and 20 per cent. It 


certain branches, such as iron ore, wood goods 


Some Statistical Figures regarding Sweden's Production and Export, etc. 


| Volume 
of Total ||Export of Wood|Export of Wood/Export of Paper|) Export of Iron 

Industrial) Export Goods Pulp sal Pastebourd Ore Hexpoxt sor slzon ona er 

Year Produc- of Pricer 

en Sweden 1,000 | Index || 1,000 | Index || 1,000 | Index || 1,000 | Index |; 1,000 | Index \(7913 100) 

sain bees Mulla es m3 pum bers} tons |numbers]| tons jnumbers| tons jnumbers) tons |numbers 

1920 100 2,278 || 5,309 | 100 881 | 100 290 100 3,729 | 100 27: 100 
1921 78 | 1,097 || 2,904 | 5 482) 55 || 187 64 || 4,337; 116 | 14 4 
1922 91 1,154 || 5,752 | 10 1,047 | 119 287 99 5.322 | 143 174 4 
1923 100 bg? 5,057 107 g96 | 102 322 III 4,958 | 133 233 8 
1924 114 1,261 ry 5 97 1,22 139 369 127 gots 160 263 a 
192 117 1,360") §.22 8 1,188 | 13 395 136 || 8,800] 236 249 I 
192 128 1,420 || 4,662 8 1303 14 40 140 7,656| 205 2 3 8g 
1927 132 1,617 || 5,468 | 103 1,455 | 165 41 143 || 10,716| 287 2 105 
1928 140 | 1,575 ® 80 | 107 || 1,327) 151 | 402 | 139 || 5,093| 137 || 268 98 
1929 157 1,812 1358 | 120 || 1,789 | 203 478 165 || 10,899} 292 || 280 103 
1930 156 1,550 || 5,22 98 1,641 | 18 436 150 || 9,387] 252 || 200 7 
1931 150° | 1,122 || 3,65 69 || 1,567| 178 || 485 | 167 | 4,496) 121 || 169 62 
1932 142 947 || 3,711 a | 1,292 | 14 472.163 2,219 | 153 6 
1933 . 1,079 || 4,606 7 | 4,921} 21 516 | 178 | 2,864} 77 || 225 | 82 
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and various kinds of machinery, has been con- 
siderably larger. 

Agricultural production during. the period of 
depression has well maintained its position in 
respect of volume. The production of wheat 
seems in fact to have increased rather consider- 
ably, whilst the output of animal produce has 
well maintained its position. On the other hand, 
owing to the fall in the prices of agricultural 
produce, the general economic situation of the 
farmers has declined considerably. This decline 
would have been still more marked had it not 
been for the intervention of the State, whose 
measures for the regulation of prices have 
succeeded, to some extent, in checking the fall. 

Thus, as regards the volume of Sweden’s 
production, the recent crisis has primarily af- 
fected the export industries, though to a less 
extent than during the crisis which followed 
the termination of the war. The decline in the 
output of those industries should, however, be 
viewed in connexion with their development 
during the preceding period of boom. Several 
of these industries in fact showed a development 
which, for Swedish conditions, must be regarded 
as extraordinarily rapid. Thus the output from 
the mines, principally of iron ore, was more than 
doubled from 1920 to 1929. The production of 
iron, iron manufactures and metals was increased 
during that period by about 50 per cent., that 
of machinery by about 75 per cent. The increase 
in the output of wood goods — which showed 
the smallest increase of all the principal export 
commodities — amounted to 20 per cent. Wood 
pulp and paper taken together showed an in- 
crease of about 90 per cent. A comparison 
between 1920 and 1929, the two peak years in 
post-war developments, thus clearly shows the 
rapid advance of the Swedish export industries. 

The Swedish home industries naturally did 
not make such rapid progress during this period 
of boom. Their development was nevertheless 
very satisfactory. The average increase in the 
volume of production from 1920 to 1929 seems 
to have been about 30 per cent. 

The rapid development of Swedish industries 
during the latter half of the nineteen-twenties 
seems all the more remarkable as the economic 
conditions during the preceding crisis were very 
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gloomy. The Swedish export industries at that 
time were in an extremely difficult situation. 
Owing to the high costs of production and the 
over-valuation of the krona abroad, export could 
be carried on only at a loss and on a very limited 
scale. Our industrial apparatus had been ex- 
panded rather considerably during the war, but 
this expansion had been based chiefly on the 
demand for goods in Sweden and abroad which 
had arisen from the war and the conditions that 
followed in its train. Sweden was thus con- 
fronted with the necessity of reorganizing her 
industrial apparatus so as to adjust it to the 
requirements of peacable conditions, which it 
was then difficult to gauge. Our export trade, 
which had likewise been affected by the larger 
volume of commerce during the war, was faced 
with many difficult problems. Important mar- 
kets had been neglected during the war, or could 
not be maintained owing to the peculiarly harsh 
commercial policy of the war. Important com- 
mercial connexions had been broken off, and 
Swedish products had been ousted from various 
markets. The transition from war to peace had 
created confusion in the economy of most coun- 
tries. The greatly depreciated currencies of 
many countries handicapped, or completely 
stopped, trade, which was also fettered by 
numerous import restrictions. People anticipated 
a very lengthy period of depression, and it was 
supposed that the violent upheaval caused by 
the change in the trend of production during 
the war, the severance of commercial relations, 
the ruin of the monetary system, the intensive 
fall of prices and the impoverishment of large 
sections of the population in most countries, 
must inevitably result in diminishing the pros- 
perity of the whole world for many years ahead. 
Fortunately, it turned out that this pessimistic 
view of coming developments was not warranted. 

Several of the factors which operated during 
the former crisis have manifested themselves 
also during the present one. The pessimistic 
attitude towards the prospects of the future has 
been displayed in at least the same degree. It 
seems, however, to be less justified now than 
then. Our initial position is apparently con- 
siderably better now than it was twelve years 
ago. Our industrial production is in a more 
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favourable position. Our industrial apparatus 
is intact. No readjustment of our production 
seems to be necessary. Our export industries 
have indeed had their production reduced during 
the slump, but in a far lesser degree than the 
world production in general. The same remark 
applies to foreign trade. What is more, a 
marked recovery has been proceeding for nearly 
a year. The uncertain factor is agriculture, the 
situation of which still gives cause for concern, 
and the future prospects of which are not bright. 

In the foregoing paragraphs attention has been 
directed solely to the quantitative aspect of the 
development of our industries. This may seem 
misleading, as the value of the production often 
means more for the economy of a country than 
the volume. Now it is a well-known fact — 
applicable not only to this country — that during 
the slump the values both for production and 
foreign trade fell in a far greater degree than 
was warranted by the reduction in volume. 

This fall in the prices of industrial products 
proceeded to the middle of 1933, after which 
there has been some recovery. For industrial 
production in general the fall of prices from 
1929 to 1932 appears to have been about 16 per 
cent. The prices of export products seem to 
have fallen more rapidly than the prices of the 
products of home industries. The price index 
numbers for export products indicate a fall of 
prices of between 20 and 25 per cent. since 1929; 
in the case of certain export products, such as 
wood pulp, the fall has been still more marked. 
In short, there has been a decline in the econo- 
mic results of the country’s production. Whether 
the recovery of prices which has manifested 
itself in certain branches for nearly a year is 
likely to continue, it is not easy to predict. From 
February 1933 to the beginning of the present 
year, however, the index numbers for export 
products have risen on an average by more than 
10 per cent. It should be noted that the prices 
of exported goods, which have shown a more 
favourable tendency than those of imported 
goods, are still well maintained. 

The recent world economic crisis has been 
quite as bad as the one immediately preceding 
in regard to intensity; and as regards duration 


it has probably surpassed all previous crises. 
Its effects on Sweden’s industry and commerce 
have, as indicated by the above, been very severe 
in certain fields. Nevertheless it may be stated 
that the various industries have well stood this 
crucial test. This seems to have been largely 
due to the healthy character of our industrial 
system. After the war it has been allowed to 
develop more freely than has been the case in 
most other countries and has thus, perhaps, 
acquired greater staying power. The coordina- 
tion of our various branches of industry — 
agriculture, the home industries, export in- 
dustries, etc. — seems, broadly speaking, to 
have been well adapted to our conditions. And 
such self-sufficiency as is shown by our national 
economy seems to be in good conformity with 
our natural resources and capacity for produc- 
tion. In point of fact no large part of our 
imports could be replaced by increased domestic 
production. Normally our imports consist as to 
about 20 per cent. of foodstuffs and colonial pro- 
duce which we cannot produce at all, or only on 
a minor scale, as to about 40 per cent of raw 
materials and other requisites for our industrial 
production, and as to 15—20 per cent. of means 
of production (machinery etc.). Only about 
20 to 25 per cent. of our imports consists of in- 
dustrial goods in the nature of articles of con- 
sumption, which, to some extent, we could 
manufacture ourselves, though in most cases 
out of imported raw products. 

It is indeed conceivable that trade restrictions 
in foreign countries might compel us to take 
counter-measures. But such a consummation 
would not be in conformity with the inter- 
national spirit of our people. Nor would it be 
consonant with our own interests, as better 
means of subsistence and increased wealth are 
attainable only by the continued prosperity of 
our export industries. As our exports consist 
chiefly of raw products and semi-manufactures, 
they are less exposed to restrictive measures 
in foreign countries. And, in view of the 
improvement in the situation which has already 
set in, the prospects of a favourable development 
of our exports may be regarded as rather 
promising. 
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Meee ol TUATION ON THE STOCK? EXCHANGE 


For about a year the quotations of Swedish 
shares have been on an appreciably higher level 
than during the preceding period. It will be 
seen from the share index for eleven representa- 
tive industrial companies, given in another part 
of this.issue, that the quotations in percentage 
of par were 83, 97, 105, 106 and 120 per cent. 
for the successive quarters of 1933 and the first 
quarter of 1934, respectively. This index is re- 


vestigation on the subject which has been made 
by this bank. It is based on the quotations of 
shares annually published by the Stockbrokers’ 
Association to serve as guidance for income tax 
returns. Among the large industrial companies 
comprised in these quotations we have found it 
expedient to exclude the Grangesberg Company, 
in view of its peculiar position as suppliers of 
ore to the German iron works. 


It will be seen that the quotations for shares 
during the period. from 1924 to 1928—29 have 
risen on an average by somewhat more than 50 
per cent. above the level of 1924. The fall of share 
prices then came to a stop in 1932, and last 
year the prices showed an appreciable improve- 
ment. This movement is not the resultant of 


presentative of the large exporting industries, 
and the figures quoted show that the stock 
exchange has gauged the prospects of these 
branches of industry with growing confidence. 
. It may be of interest to extend these statistics 
_ to industrial companies in general. The accom- 
panying table gives the results of a little in- 
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Tron, Metal and Machinery | 13 |127.7|134.6|160.0|206.4|200,7|166.6|113.0|111.6 133.0], 3.9| 5.0) 5.9] 5.3| 4.7] 5-3| 6.5| 8.7] 6.6] 4.9 
| | 
WClay and Stone. ... . 3 ||l02.1]102,2|111.6]132.6|134.3/134.0|106.0]103.4/131.5|| 7.7 | 6.5| 7.x | 6.6] 5.2] 5.3] 6.8) 7.7| 7.4] 5.8 
| Wood, Wood Pulp, Paper, 
} and mixed Industries 
(Iron and Wood) . . . | 14]]112.8/123.5/131.4/154.9|153.1|126.6| 89.9] 75-1] 95-6] 5.4] 5-3] 5-5| 5-4] 4.81 4.9] 64] 7.1] 5.9] 3.4 
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CO TIGD) ‘Ci 7|| 98.3|105.9|112.3/125.2/109.6| 94.7) 90.2| 82.7| 91.2] 8.4] 8.2| 8.1] 7.3] 7.2] 62) 7.1) 7.2| 7-5| 6.6 
Chemico-technical Industries) 2 ||116.4|132.4|143.2|178.6/171.4|174.1/142.9|131.8)168.3| 7.7| 7.0] 6.6| 6.5| 5.31 5.2) 6.2| 7.5| 6.8] 5.3 
Building Industries I | 100,0]100.0] 100.0} 100.0|110.0|110.0|110.0] 110.0|110.0]] 6.0| 6.0} 6.0] 6.0] 6.0) 5.5} 5.5) 5.5] 5.5] 5.5 
)) Power Works. 1... . 7 134.4|141.3|128.4144.0/137-2] 144. al] 2.4| 2.81 5.71 5.9 | 5.6] 5.51 5.51 5.81 5-5] 5.2 
| All Industrial enterp.| 55 |111.2/119.9/133.3/159.1/156.6|137.8|105.0| 96.6/115.4| 5.7| 5.7| 6.0) 5.8/ 5.1] 5.2) 6.2] 7.3| 6.4] 5.0 
masading Comp...... 4 ||103.8|112.3]128.9|140.2/134.7|131.8|103.8| 74.5] 73.2|| 6.2| 7.1| 6.9| 6.6) 6.x| 6.5] 7.0] 8.4 |10.7] 7.1 
BMiewspapers ee ae 2 ||100.0]115,5/131.1]131.1]138.7|138.7|138.7/138.7/138.7]10.8 |10.8 | 9.3 | 8.2] 8.2] 7.8] 7.2| 7.2] 7-2| 61 
Insurance Comp. . . . .| 4/107.9|101.4)117.8/131.9}125.5|124.1/109.9|109.4/124.5) 6.8| 6.3) 7-3| 5-6) 5.0] 5.3} 5.4] 6.1) 6.2) 5.4 
5.4| 6.4] 7.6] 5.8] 6.5 | 
.7| 6.6 6.9 8.3 |10.2 | 4.7 | 
Commercial, News- 
pect and Transport 
enterprises. .... % 97-3| 104.2|118.0]133.9|130.4|122.4|100.9| 81.9} 83.3] 7-1 | 7.2] 7.0) 6.3| 6.0] 6.0] 6.5| 7.5| 7.6) 5.8 
All Enterprises | 81 |108.7 117.1|130.6 154.5|151.9|135.1|104.3 93.9|109.6 5.9 | 6.0| 6.2| 5.9] 5.2] 5.4| 6.2| 7.3] 6 6| 5.1 


* The indications refer to the year in which the dividend was distributed. 
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essentially different trends in various branches 
of industry: it is noteworthy that the quotations 
for the shares of most of the groups of com- 
panies and most of the companies within those 
groups show, broadly speaking, a uniform curve. 

It is interesting to note that the world eco- 
nomic crisis of 1929 had no immediate reper- 
cussion on the prices of the shares of a number 
of Swedish companies. In the case of some 
of them, such as newspaper companies and 
certain foodstuffs industries, there was no fall 
in share prices at all. As regards other com- 
panies, most of them engaged in home market 
industries —- such as cement and pottery fac- 
tories, breweries, margarine factories, conserves 
factories, slaughter-houses, certain textile mills, 
chemical factories, power works, etc. —, the 
peak prices were quoted at the end of 1929 or 
1930. This signifies that the fall in their shares 
did not occur till 1930 or 1931. 

As regards the exporting industries, most of 
the textile mills and a few trading companies 
the fall of shares supervened as far back as 
1929. This was the case likewise with most of 
the insurance companies, shipping companies and 
railway companies, though on a minor scale. 

In the case of an overwhelming majority of 


companies the prices of shares did not touch 
bottom till 1932, and the recovery last year was 
rather considerable. The chief exceptions were 
trading and railway companies, whose share 
prices have, on an average, remained practically 
unchanged and, moreover, shipping companies. 
For industrial companies in general the improve- 
ment in share prices last year amounted to 13 
per cent. During the first quarter of the present 
year considerable additional improvements in 
prices have occurred in regard to shares quoted 
on the stock exchange, and there is every reason 
to anticipate a similar rise also for other shares. 

This rise in share prices seems to be largely 
due to the present low rates of interest. The 
shares of the 81 companies comprised in this 
investigation were quoted at the end of last year 
at prices which corresponded, on an average, to 
a yield of about 5 %, reckoning with the same 
dividend as for 1932. At the present level of 
interest this yield may be considered to be quite 
satisfactory and to have well warranted the ad- 
ditional rise this year. In certain cases, how- 
ever, the rise is doubtless also due to speculation 
in higher dividends and in the greater profit- 
ability of industrial companies, at any rate on 
the long view. 


—— ——— 
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THE ECONOMIC SITUATION IN APRIL 1934 


The General Situation. The economic si- 
tuation in Sweden has now been markedly 
improving for four quarters in succession. The 


' figures published by the Board of Social Welfare 


for the supply of industrial work showed a 
steady rise during the whole of last year, and 
the supply at the beginning of this year was 
stated to be more than medium. Subsequent 
reports from various branches of industry 
showed good employment and a satisfactory 
supply of orders. The figures of the Federa- 
tion of Swedish Industries in fact indicate that 


‘the output in various groups of industrial com- 


panies was larger during the first few months 
of this year than it was on an average during 
the rather good years from 1925 to 1930 in- 
clusive. Building, which owing to a labour 
dispute had been largely at a standstill from 
April 1933 to the middle of February 1934, has 
again been resumed, which has already had a 
stimulating effect on related industries and on 
the demand for labour. 

In many of the home industries employ- 
ment has been good. The textile industry, for 
example, despite keen competition from abroad, 


has, as a general rule, been fully occupied. The 
good market for commercial iron has been main- 
tained, and is bound to be extended according as 
business activity increases. There has also been 
an increased demand for export iron and prices 
have improved. 

There is likewise a good demand for timber, 
with firm and rising prices. Towards the middle 
of April the export from Sweden amounted 
to about 560,000 standards, or more than double 
the quantity at the same time last year. The 
chemical pulp mills had sold about 75 per cent. 
of their estimated output for this year by the 
first half of March. The sales of mechanical 
pulp showed a still larger percentage, the output 
having been restricted owing to shortage of 
water. Furthermore, rather considerable amounts 
of chemical and mechanical pulp have been sold 
for delivery in 1935. Pulp prices during the last 
few months have been slowly rising. 

The better market for timber and its products 
has considerably increased the demand for labour, 
especially in the north of Sweden. A number 
of small saw-mills and pulp mills which had 
been closed down have resumed operations, and 


Employment in the industry. 


Estimated 

Number of The curve represents the supply of work* as stated by the Labour Office (scale right), degree of 
working-hours The columns signify the number of working-hours in the industry (scale left). employment 
| iia ; s at 
£ 

I 000 000 Good 
a Acro ‘a 
500 000 er Less good 
« 
; 250 000 Bad 
ll 


* The season variations have been eliminated. 
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Price Index of the Board of Trade. 
———— = all goods. 
Stee Sans = raw products. 
(Average 1913 = 


100.) 


Index Numbers for Shares of rr typical 
Swedish Industrial Companies. 


Clearing Turnover of the Riksbank 


in milliards of Kr. 


Millions of Axle-Kilometers travelled by 


Loaded Goods Trucks on the State Railways. 


and the solid line the moving 12 months’ averages. 
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Export of Sweden. 
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Export of Paper Pulp. 
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Export of Products of the Engineering Works. 
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Import of Coal and Coke. 
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Everywhere except in the first diagram the dotted line — where it occurs — indicates the original figures 
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during the winter timber has been cut on an 
imereased scale, with the result that in some 
places there has actually been a shortage of 
labour. The weather conditions in the north 
of Sweden have as a rule been favourable for 
forest work, and there is every prospect that 
timber-floating can be carried on unimpeded. The 
amount of timber to be floated is considerably 
larger this year than last: the increase seems 
to be chiefly due to larger requirements of wood 
for the pulp mills. In the south of Sweden the 
cutting of timber has likewise increased in some 
districts. The transport of timber was facilitated 
by an abundant fall of snow in March, which 
moreover, together with some rainfall, relieved 
the shortage of water for agricultural. and in- 
dustrial purposes, which was threatening to be- 
come serious. 

As regards agriculture the weather conditions 
have been, broadly speaking, favourable. Winter 
cereals in particular appear to have yielded a 
good crop, and spring work in the fields appears 
to have been started early in southern Sweden. 
In view of the increasing tendencies in foreign 
countries towards autarchy in regard to the pro- 
duction of foodstuffs, a similar policy has been 
adopted in Sweden, and further measures are 
being planned. The principal aims of this policy 
are to find a use for the surplus of wheat and 
rye and, by regulation of prices, to obtain a bet- 
ter balance between the output of various agri- 
cultural products and related industrial products, 
such as margarine. 

The prices of agricultural produce have shown 
a slight rise this year, but are still scarcely above 
the pre-war level. Meat prices are particularly 
unfavourable. In February the prices of fat 
stock were only 80 per cent. of the average 
prices for the years 1909 to 1913. 

On the world market the prices of raw pro- 
ducts showed a rising tendency till the beginning 
of March. Since the middle of that month 
prices have weakened somewhat, which is partly 
due to the German restrictions on the import of 
raw products. As regards the Swedish staple 
exports, prices, as already indicated, have been 
firm. The stability of the internal price level 
is being maintained. 
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The improvement in the situation has been far 
from general, but, in view of the fact that it has 
proceeded within such important industries and 
has been accompanied by some increase in the 
purchasing power of the farmers, the general 
turnover in Sweden has been considerably in- 
creased. Shipping and State railway traffic was 
on a larger scale in January and February this 
year than at the same period in 1931—33, and a 
corresponding increase is shown also by the sta- 
tistics of this bank for the clearing of cheques 
and “bank post bills.” 

As regards foreign trade, both the imports 
and, still more, the exports have increased in 
comparison with the years immediately prece- 
ding. The increase in the imports chiefly repre- 
sents industrial raw products, such as cotton and 
wool, as well as coal and coke, which have been 
imported on a larger scale owing to the partial 
stoppage of the electric power works in con- 
sequence of shortage of water. The export of 
wood pulp and wrapping paper has been on a 
record scale, and there has been a decided im- 
provement in the export of iron and steel as 
well. as of machinery. 

The supply of money is still exceptionally 
abundant. The deposits. with the savings banks 
and on the deposit accounts of the commercial 
banks have indeed dwindled somewhat, owing to 
the spending of savings or their investment in 
bonds or shares. On the other hand, deposits at 
short notice have increased, and borrowing on the 
security of shares etc. has shown tendency to 
decrease. The banks are still experiencing diffi- 
culties in finding suitable investments for their 
spare capital, and have accordingly been obliged 
to deposit large sums with the Riksbank, without 
any interest. During the past quarter these sums 
ranged, in the aggregate, between 321 and 435 
million kronor, which roughly corresponds to 
ten per cent. of the total deposits in the com- 
mercial banks themselves. 


1 The Riksbank statistics for clearing give a somewhat 
misleading idea of economic developments. Firstly because, 
whereas the commercial banks now settle their affairs whith 
one another chiefly by clearing, they previously were doing 
so by transferring current account holdings at the Riksbank. 
Secondly because, whereas the banks previously discharged 
their rediscounted bills successively by clearing, rediscounts 
whith the Riksbank have now practically ceased. 
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The cash position of the Riksbank indicates a 
similar abundance of money. During the past 
quarter the bank has had a gold stock in Sweden 
and abroad averaging nominally 373 million kro- 
nor, with a market value of approximately 631 
million kronor, besides nett foreign holdings 
averaging 487 million kronor. This was set off 
by a note circulation averaging 589 million kro- 
nor. Thus the notes in circulation amounted to 
barely more than half of the total value of the 
gold stocks and the holdings of foreign exchange, 
taken together. 


The rate of exchange for the pound sterling 
has during the past quarter been kept unchanged 
at kr. 19.40 to the pound. Thus along with the 
pound, the Swedish krona has shown some de- 
preciation in relation to the gold currencies, which 
has varied within a margin of about 8 per cent. 
As regards the rate of exchange for the dollar 
the margin was 5 per cent. and in March merely 
I per cent. In April there has been some weaken- 
ing in the rate of exchange for the dollar. 


Stock Exchange. The fluctuations of the last 
few months in the prices of leading industrial 
and bank shares on the Stockholm Exchange are 
shown by the following table, where the quota- 
tions are given in percentage of par. 


Number 
of Com- 
panies Novy. 


TOr3'3 
Dec. 


1934 
Jan. Feb. March April 


Engineering Workshops 4 99 97 108 112 118 114 


Timber and Paper 

Industriés {292 .  (f RIO OMIT I25 134 132° 132 
Combined Industries 

(wood and iron). 2 106 107 I14 120 115 121 


Total above Com- 
panies arene) ac Il 105 105 116 122 122 122 


Banking Companies 4 118 126 138 158 156 150 


Note. The figures are for the middle of the months. 


From the beginning of this year to the first 
half of March there was a rising tendency on 
the stock exchange, owing to the improvement 
of the economic situation in Sweden and in 
leading industrial countries. Afterwards a reac- 
tion set in, but during the first quarter share 
prices have nevertheless increased on an average 
by 12 per cent. 


The Bond Market. The following table shows 
the yield on representative Swedish bonds during 
the last few months. 


Num- 
ber orengas 1934 
Swedish Government. loans Dec. Jan. Feb. March April 
3, 3'/2% and 3.6%loans 3 3-74 3-65 3.74 3-74 3-72 
4 % loan. Convertible 
HOV MU Serer: TAB ty an I 3-44 3.26 3.56 3.48 3.38 
Mortgage Banks 
Bia, LORD se se ek te 2 3:93 3.64 3.72 3.72 3.68 
4%loan.Convertible1941 2 3-51 3.28 358 3.52 3.48 
City of Stockholm. 
SY a, Miloany; 20s, aes Xe I 3.85 3:74 3.69 3.66 3.57 
4 % loan. Redeemable 
OZO ci eater es I 4.04. 3.00 3.34 3.94 39m 
47/2 % loan. Cony. 1940 1 3.82 3.39° 3-73. 3-58 0ugeae 
Industrial Companies. 
4'/2% loan. Conv.1940 1 4.20 3.95 3.86 3.86 3.71% 
5 % loan. Cony. 1936— 
DOAZM aireiact cee eee 6 4-32 4.22 4.18 4.04 3.94 
Note. The figures are for the middle of the months. 


As will be seen from these figures, the prices 
of municipal and industrial bonds have shown a 
steady improvement, whereas Government bonds 
and, in their train, mortgage bank bonds, after a 
rise in January, have again fallen, the prices in 
the middle of March being approximately on the 
level of December. This seems to have been due 
to speculations in the borrowing policy of the 
State in the immediate future. In the middle of 
April 1934 the prices quoted corresponded to a 
yield of 3°/, % for Government bonds, of 3?/, 
and 31/, %, respectively, for mortgage bank and 


municipal bonds, of 4 % for nominally 5 per’ 


cent. first-class industrial bonds with the right 
of conversion in the years 1936—42. 

Also during the last quarter advantage has 
been taken of the low level of interest for con- 
versions and new issues of bonds on a large scale. 
The following is a list of the principal new 
issues and conversions during the quarter. 


Rate of | Nominal Issue 
Issued by interest amount price 
in % in kronor in % 
Sveriges Allmiinna Hypoteks- 
Daath <b> ettaninieigee are 33/4 775,000,000 
whereof sold 28,100,000 = 4 100*/2 


Konungariket Sveriges Stads- 


bypotekskassa yo) «elm 3/2 * 50,000,000 
Svenska Bostadskreditkassan . 4 * 20,000,000 
Stockholms Intecknings Garanti 
of as OP er eo ania Re 33/4 7 15,000,000 100 
Svenska Obligationskredit- 
aktiebolaget Ser. II. . . . 4'/2 37,157,000 100 


ee 
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Rate of Nominal Issue 
Tssued by interest amount price 
in % in kronor in % 
City of Hirmésand..... 1,019,000 102 
whereof sold * 752,000 
City of Landskrona. ... . 4 1,356,000 102 
City of Norrképing. .... 4 ? 5,200,000 102 
ity of Ronneby...... 4 1,005,000 102 
Géteborg-Boris Jamvigs AB. 4"/2 * 5,500,000 100° 
Jaimvaigs AB. Stockholm-Salt- 

SS 4/2 3 1,398,000 102 
Alby Nya kloratfabriks AB. . 4*/2 3,500,000 101 
(OR GU Ee 0S ol See 4"/2 3 1,577,000 100 
Fiskeby Fabriks AB... . . 4/2 7. 5,000 000 IOI*/2 
Beatrimerors, AB. '.,. .° ... ! 4°/2 ? 1,800,000 IOI 
ByreciGucAds. = . «sss 4'/2 2 3,500,000 100*/2 
Oxelésunds Jarnverks AB.. . 47/2 ? 3,000,000 100 
PArOMIMEG By es es ts 1 47/2 1,700,000 100 
Sydsvenska Kraft AB... . . 4 32,977,000 1017/2 
Siveniis Nya AB....... 4/2 3 2,208,000 100 
Norsk Hydro-Elektrisk Kveel- 

cee 8) 5 5 ? 11,443,700 


Kr. 3,800 for each bond of $ 1,000 


* To be sold privately at the market price 

? In connexion with conversion. 

3 Reduction of the rate of interest on earlier loans. 
$ On conversion a bonus of */2 %. 
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As regards foreign bonds there has been a 
remarkable demand for Finnish securities. Ger- 
man bonds have fallen considerably in price, 
which is a repercussion from a corresponding 
tendency on the New York and London stock 
exchanges. 

An official investigation has shown that 
Swedish companies, firms and private persons 
hold claims on Germany amounting in the ag- 
gregate to 950 million kronor, whereof 683 mil- 
lion kronor in bonds. Out of the total a sum of 
658 million kronor represents claims the yield 
of which falls under the moratorium. These 
figures show the position at the end of 1933, 
and are calculated at the then rates of exchange. 
The total amount of Swedish claims on Ger- 
many, 950 million kronor, roughly corresponds 
to the value of Sweden’s export during a year, 
or one-fourth of the aggregate deposits of the 
public in Swedish commercial banks. | 
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Some Statistical Data Concerning 
Currency Reserve, Stock of Gold, Note Circulation. 
Net Claims of Banks on Abroad The Riksbank’s 
million kronor Siockat Gaiden 
(End of month) Stock of Gold Net pee on | Note Circulation 
Daye roa agea 
Riksbank |Commercial banks Total eee) (million kr.) ihe 
1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 
Jan. 81 | 259 | 449 | 230 | 205 | 125 | 311 | 464 | 574 | 206 | 206 | 372 | 287 | 465 | 821 | 514 | 508 | 562 
Reb, ee ou sate gi | 260 | 506 | 219 | 21 85 | 310 | 478 | 591 | 206 | 206 | 373 | 297 460 879 | 497 | 506 | 560 
March . || 113 | 308 | 507 | 208 | 161 | 77 | 321 | 469 | 584 | 206 | 232 | 374 | 319 | 540 | 881 | 531 | 531 | O44 
I (Average) || 95 | 276 | 487 | 219 | 195 | 96 | 314 | 470 | 583 | 206 | 215 | 373 | 301 | 490 | 860 | 514 | 515 | 589 
| “Apsil . "nia, = 114 | 257 207 | 169 322 | 426 206 | 266 320 | 523 548 | 549 
lMay iter eserceay 122 | 263 ae 185 299 448 206 | 266 328 | 529 531 | 525 
June" arto seen 133 | 318 168 | 164 301 | 482 206 | 266 339 | 584 545 | 524 
II (Average) || 123 | 279 184 | 173 307 | 452 ‘206 | 266 329 | 545 541 | 533 
july) eee 163 | 305 161 | 116 334 | 421 206 | 340 369 an 540 | 531 
Angotcwe ne 171 | 307 178 | 116 349 | 423 206 | 361 377 524 | 513 
Sept aseoeane 178 | 342 175 | 100 353 | 442 206 | 378 384 | 720 553 | 625 
II (Average) || 171 | 318 171 | 111 345 | 429 206 | 360 377 | 678 539 | 556 
Oct; Se: 194 | 394 172 | 106 366 | 500 206 | 377 400 | 771 556 | 589 
Nov... cl eee 220 | 425 162 | 105 382 | 530 206 | 369 426 | 79 518 | $74 
Dec: ich eine 214 | 446 215 | 100 428 | 552 206 | 370 420 | 81 553 | 598 
| __IV (Average) || 209 | 422 183 | 106 392 | 528 206 | 372 415 | 794 542 | 587 
| The figures comprise balances with foreign banks 
Notes and holdings of foreign bills and foreign bonds less At end of month. Monthly averages 
| amounts due to foreign banks | 
Rates of Exchange. 
Nominal Quotations of the Commercial Banks (Monthly Averages) \ 
l 
London New York Paris Berlin , 
Kr. for £ 1 Kr. for $ 1 Kr. for 100 francs Kr. for 100 Rmk 
1932 | 1933 1934 1932 1933 1934 1932 1933 1934 1932 1933 1934 4 
Jan. 17.910 | 18.382 | 19.400 5.217 5.471 3.848 | 20.644 | 21.490 | 23.996 | 124.042 | 130.720] 145.430) 
Reba. momar 17.948 | 18.765 | 19.400 5.192 5.482 3.863 | 20.638 | 21.648 | 25.052 | 124.080 | 131.448 | 150.99 
March . || 18.318 | 18.919 | 19.400 | 5.069 5.485 3.822 | 20.148 | 21.806 | 25.166 | 121.598 | 131.788] 151.890) 
I (Average) || 18.059 | 18.689 | 19.400 | 5.159 5.479 3.844 | 20.477 | 21.648 | 24738 | 123.240 | 131.652 | 149.437 
PeADtiL snare te 19.715 | 19.073 |? 19.402 5.253 5-335 | 73-765 | 20.962 | 21.968 |*24.886 | 120.115 | 130.852 |* 149.795) 
Maly ©, Figen 19.671 | 19.447 5.352 4.944 21.371 | 22.767 128.510 | 136.019 
JUDe° ees 19.522 | 19.456 5.349 4.718 21.423 | 22.652 127.781 | 135.935 
II (Average) || 19.636 | 19.325 5.318 4.999 21.252 | 22.462 127.469 | 134.269 
say, dea eres usta 19.518 | 19.407 5.494 4.194 21.859 | 22.835 131.202 | 139.750 
LEE sg fe 19.483 | 19.400 5.608 4.315 22.247 | 23.187 134.278 | 141.481 
Septiin sy car. 19.500 | 19.400 5-621 4.173 22.238 | 24.218 134.519 | 148.154 : 
Ill (Average) || 19.500 19.402 5.574 4-227 22.105 | 23.413 133-333 | 143.128 ‘ 
t (Ocheracencere s 19.388 | 19.400 5.706 | 4.166 22.631 | 24.296 136.462 | 148.413 
NO¥sg ae Be 18.809 | 19.401 5.740 3.797 22.731 | 23.788 137.269 | 145.375 
DGC ie oatiae mens 18.317 | 19.400 5-589 3.798 22.023 | 23.331 134.010 | 142.333 
IV (Average) || 18.838 | 19.400 5.678 3-920 22.462 | 23.805 135.914 | 145.374 
Par 18.1595 2.2038 * 14.6196 88.8889 


* On the 30th January 1934 the value of the dollar was provisionally fixed at 59.06 % of the former gold parity, Kr. 3.7315 per 


— ? Refers to the period 1—14 April. 


N. B. England abandoned the 


the United 


1933- 


gud standard on the 21th Sept., Sweden on the 28th Sept. 1931 
tates on the 2oth Apri 
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Sweden’s Economic Position. 


Commercial Banks, Stock Exchange. 
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Commercial banks Quotations Shares sold 
Total of 11 typical 
Loans Bills Redis- Clearing Swedish Tnductallo™ the Stockholm 
BSDosts incl. bills rediscoun- counted (million kr.) Shares * Stock Exchange 
(million kr.) ted (million kr.) (million kr.) In % (1000 kr.) 
1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934 || 1932 | 1933 | 1934 1932 | 1933 1934 
Jan. . 3675 | 3615 | 3665 | 4657 | 4138 | 3813 287 | 54 | 0.4 | 1979|1788)1722]| 98 | 85 | 116 | 1392] 359 | 1061 
eae 3662 | 3635 | 3659 | 4635 | 4134 | 3807| 24 18 | 0,5 | 1671] 1518) 1467|| 101 | 77 | 122 | 1307] 337 | 1354 
| March . . . .|| 3631 | 3621 | 3659 | 4633 | 4160) 3830| 30 34 | 0.7 | 1796) 1582} 1501|/792 | 86 | 122 | 1261| 373 | 673 
I (Average) | 3656 | 3624 | 3661 | 4642) 4177 | 3817| 280 | 35 | 0.5 | 1815 | 1629/1563 97 | 83 | 120 | 1320| 356 | 1029 
east yk 3580 | 3611 4728 | 4146 239 | 38 2026 | 1552 79 | 90] 122 | 469] 494 
Batiay 20.) 3549 | 3538 4482 | 4082 226 | 47 1716 | 1657 84 | 96 300 45 
June... . 3532 | 3527 4461 | 4070 233.) 54 1629 | 1584 80 | 105 194 | 487 
Il (Average) || 3554 | 3559 4557 | 4099 233 | 46 1790 | 1598 81 | 97 321| 542 
ae 3616 | 3641 4425 | 4012 Igo} 24 1649 | 1810 80 | 106 273) 376 
hy A ee 3609 | 3640 4414 | 3997 124 | 09 1390 | 1410 go | 104 505 | 305 
BIRESEcose ts, sop ce) -< 3625 | 3665 4421 | 3966 I 0.8 1546 | 1583 94 | 104 427 | 474 
III (Average) || 3617 | 3649 4420 | 3002 I 8.6 1528 | 1601 88 | 105 402| 385 
i kalge Sena 3636 | 3 4387 | 3919 92 | a7 1830 | 1616 93 | 106 319| 702 
Lhe eee 3550 | 3627 4362 | 3899 109 | 07 1813 | 1770 33 105 291 | 504 
Le 3556 | 3629 4316 | 390 115 | 0.6 1894 | 1563 88 | 105 312] 554. 
IV (Average) || 3581 | 3642 4355 | 390 105 | 0.7 1840 | 1650 91 | 106 304 | 587 
Total amounts passed : F Averages per 
Notes The figures refer to end of month cyst aan ie tenon a ie eras Stock Exchange 
holm and Gothenburg) business day 
* Revised figures. — * Refers to the prices on the 21st March when the Stock Exchange was opened, after being closed a week. 
Rates of Interest and Price Level. 
W. ale Price Index (B 
Rediscount Rate Effective Yield of Bonds ae of faci) eg Ne i Cost of Living 
of the Riksbank (%) (1913 = 100) Index 
(%) = (July 1914 = 100)| 
Govt. Loans‘) | Industrial Loans’) All Goods Raw Materials 
1932 | 1933 | 1934 1932 | 1933 1934 1932 | 1933 | 1934 1932 | 1933 1934 | 1932 | 1933 | 1934 || 1932 | 1933 | 1934 
Nate. 6.00| 3.50] 2.00} 4.72] 4.05] 3.65| 5.60] 4.88| 4.22) 109 | 106 | 112 | 107 | 107 | 108 |) 157 | 154 | 153 
re els oh G3 5.03 | 3.50] 2.001] 4.45] 4.12) 3.74] 5-43] 4.96] 4.1811 110 | 106 | 112 | 107 | 107 | 110 : : : 
March + || 5.05 | 3.50] 2.00]] 4.65] 4.26| 3.74] 5.62] 4.95] 4.04]] 109 | 105 | 112 | 108 | 107 | 109 
j I (Average) || 5.36 | 3.50| 2.00] 4.61| 4.14| 3.71| 5.55] 4-93| 4.15] 100 | 106 | x12 | 107 | 107 | 109 
| April §.00| 3.50 |*2.00]] 4.71 | 4.32 | 3.72] 5.96| 4.93| 3.94]| 109 | 10 109 | 106 157 .| 153 | 153 
4.77| 3.50 4.44| 4.24 5-74] 4.92 109 | Ic 110 | 107 . : 
4.03 | 2.50 4.37| 4.19 5.39 | 4.84 108 | 106 109 | 107 
4.60) 3.17 4.51 | 4.25 5.70 | 4.90 109 | 106 109 | 107 
4.00] 2.50 4.31 | 4.13 5.33 | 4.83 108 | 108 109 | 108 156 | 153 
4.00 | 2.50 4.33| 4.01 5.06 | 4.76 108 | 108 109 | Io : : 
3.50 | 2.50 4.27 | 3.92 5.05] 4.58 110 | 109 110 | 1 
3.83 | 2.50 4:30 | 4.02 5.15 | 4.77 1o9 | 108 109 | 106 
3.50| 2.50 4.11] 3.79 5.00] 4.46 110 | 109 11Z | 106 156 | 154 
3.50 | 2.50 4.00 | 3.86 4.84| 4.46 a 110 112 | 107 : : 
3.50| 2.00 4.03 | 3.74 4.90| 4.37 108 | 110 110 | 107 
3.50| 2.33 4.05 | 3.80 4.91 | 4.41 109 | 110 III | 107 
Monthi Calculated on market prices at Calculated on prices ruling at Refers to end 
COUT EY Sten GS middle of months middle of months of quarters 


* Revised figures. — 7 Refers to the period 1—14 April. 
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44 SKANDINAVISKA KRrREDITAKTIEBOLAGET 
Trade and Industry. 
Foreign Trade Export of Forest Products 
(million kr.) 
Excess of Imports|s d Pl d 
Import Export oper “Wood Goods” | Paper Pulp Pantcboued 
riot 1000 stds 1000 tons 1000 tons 
1932 | 1933 | 1934 | 1932 | 1933 | 1934 | 1932 | 1933 | 1934] 1932 | 1933 | 1934 | 1932 1933 | 1934 | 1932 | 1933 | 1934 
Jan. 101 | 81] 98 if 68 | 89 |—27/—13/— 9! 25 | 35] 181 89.3] 133.6 tee 40.9| 36.2) 44.4 
ING Angee ae 84] 75] 90 59 | 66 |—18])—16) —24]) 11 | 12 7 | 68.9] 59.9| 77.3} 46.7| 38.9| 37-0 
March . . 92 | 90} 100] 54| 61] 83 | —38| —29) —17 Q| 10] IL} 32.7] 31.0] 52.6) 35-9) 42.2] 51.2 
I (Average) || 92 | 82] 96/| 65] 63/| 79 | —28|—19|/—17| 15 | 19] 12) 63.6] 72.4] 96.5| 41.2] 39-1| 44.2 
eXtorilll rae te, evs), & 102 | go 66 | 68 —36 | —22 21 18 ep 102.4 39.6] 42.1 
Maye toro. Gites « gI | go 81 | 86 —10|— 4 66 | 76 8.7| 167.9 38.5 | 40.2 
inna e) af bed to: ane 87 | 80 78 | 94 — 9| +14 87 | 121 57.8] 175.7 41.5 | 35.4 
II (Average) || 93 | 87 75| 83 —18|— 4 58 | 72 61.0} 148.7 39.9 | 39.2 
july et wa oe 83] 80 761 99 — 7|+19 70 | 118 115.5| 201.6 36.6 | 46.7 
Aug. sya Rh eee 95 | 92 74 | 103 —21) +11 65 | 89 90.8] 208.3 34.9 | 47.4 
Septe ta a: fea 99 | 98 85 | 117 —14| +19 63 | 98 135.6| 214.5 29.9 | 49.3 
III (Average) || 92 | 90 78 | 106 —14/ +16 66 | 102 114.0] 208.1 33-8 | 47.8 
OCus ate trates 103 | 108 go | 105 —13|— 3 75 1) «93 156.1] 195.9 38.4.| 45.4 
NOVe metro: IIO | 109 9 114 aca! WAS 95 | 100 172.9| 207.2 42.9 | 40.8 
Deck bon vase 1o1 | 98 108 | 108 + 7| +10 94| 81 245.2] 221.5 45.8| 45.9 
IV (Average) || 105 | 105 97 | 109 — 8\+ 4 88 | 91 191.4 2. 42.4| 40.0 
Petersburg Estimated air-dry 
pio standard = 4.67 m® weight 
E ft Index of Pro- W. = Kilo- 
Export ofIron Ore) Workshop duction Surry anaes metres ‘oh ioaden ee ne ter p in : 
Tews) ane. Products according to Feder. ia 2 cks (%) 
million kr. lof Swed. Industries] -"°* PY™P*S lon State Railways 
1932 | 1933 | 1934 || 1932 | 1933 | 1934 || 1932 1933 | 1934 || 1931 | 1932 | 1933 || 1932 1933 | 1934 1932 | 1933 | 1934 
Jan. we 180 | 178 || 6.20| 4.08} 4.90} 97 | 87 | 103 28.5 | 25.6| 29.6] 24.1] 28.8] 24.1 
Bebe) aes React 160 | 198 | 196 || 4.01 | 4.77 Pe 95 | 89 104 | 29.1 | 26.4] 30.5] 23.5] 27.6 
March - | 158 | 211 | 395 || 3.91 | 4.81] 6.12] 100 | 89 : : * || 31.0] 32.6 23.9 28.6 
I (Average) || 156 | 196 | 256 || 4.71| 4.55) 5.64|| 97 | 88 2.51 | 2.46 | 2.30] 29.5 | 28.2 23.8 | 28.3 
April $i, 4 isis 158 | 220 5.04] 5.23 87 | 84 : : * || 33.0] 30.% 20.6 | 25.5 
May! eee uw, 163 | 209 7.30| 4.56 g1 | 87 2738 || 208 18.8 | 21.9 
AUTRE. Spaeentts.e 5 159 | 242 5.36] 4.91 80} 85 : : > || 26.6) 28.4 19.1 | 21.0 
Il (Average) || 160 | 224 5.90| 4.90 86 | 85 2.66 | 2.39 | 2.69|| 29.0} 29.3 19.5 | 22.8 
July) Me Bae 231 | 266 .78| 5.28 A i) 897 : : + |] 28.7] 29.8 19.1| 19.4 
Pig. A en coats 208 | 297 -99 4:97 I| 9! 29'9 | 32.3 19.8 | 19.6 
Sept, summer: 190 | 273 6.28 | 6.07 85 | go : : » |} 33.5 | 34.4 20.4| 19.2 
Ill (Average) || 210 | 279 6.35 | 5.44 80 | 89 2.61 | 2.41 | 2.94] 30.7| 32.2 19.8 | 19.4 
ich. oan iat ms 138 | 220 6.45] 5.20 8 93 : : “SiR e i S210 21.8] 20.1 
NOV: wits he fs 191 | 321 4.80] 5.69 86 | 100 28.7 | 31.4 24.2 | 22.3 
Dec. 2 6.655 tas 210 | 245 5.371 5:85 87 | 101 : : + || 27.0] 30.1 31.0} 27.2 
IV (Average) || 180 2 5.54.| 5.38 85 | 98 2.65 | 2.38] 3.08] 29.7] 31.5 25.7 | 23.2 
F Motors, electr. ma- || Seasonal change The figure 3 “13 ‘ 
Shipments of the chinery, ball = g Million kilom. |/% of total mem 
Not ‘ Reernae d d : 
ONT _| Guingesberg Co. | Dearing, sepmrators| paviced figuses | supply of work | Pet month [at end of mont 
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- SKANDINAVISKA 
RREDITAKTIEBOLAGET 


STATEMENT OF CONDITION MARCH, ist, 1934 


Assets 
TEM COS ik 8s te Ghat GE in is le Pa) MNS et Kr. 75.911.398: 29 
Bills: 
SURI MS A ek eho Sy cas Kr. 321.047.978: 30 
DROSS DTY YRS Re ae > _16.636.293:74 » 337.684.272: 04 
SETERCCCCRPER PEt ar wy Ms, Ps atkins” apes WE eu cg, Gulkad a oss Mate >» 367.755.1567: 17 
Rte eronbta (secured) 4.05 5 6 eta lel eee a eee »  86.874.519: 06 
IEEE G GME, a Gr sw ew ene es st ae >» 4.106.486: 73 
EARNS ep EE he np ete see lone, ee RO wwe »  14.204.900: 87 
a RSGCNT SSS Rig aoa er a >» 257.201.781: 24 
a Nea Se 5 aS ee eS ee a > 24.773.491: 61 
I PRS gs ttm, ge eT Ons, ap PN »  38.905.277: 53 
Bank Buildings & Furniture ....... Ht ala eh » 15.803.113: — 
Kr. 1.223.220.3097: 54 
Liabilities 
Bills at sight in circulation (»postremiss» bills) ........ Kr. 9.661.817: 20 
Deposits: 
em ImMenCe i, 5 at ek Kr. 115.305.9351: 95 
ath AGG Sans. ae aa, > _575+250-512:76 =» 690.536.444: 71 
MIRE SE MME) yl a) 2s, te aes a) ees »  57.673.561: 28 
a OE aS GhGEs 5 Sse mor ere Emre ee »  19.604.570: 40 
PS kt cate Gy! & RSE te cee A acs 2 >  93-744.003: 95 
| Loans from The National Debt Office ........... » 20,000,000: — 
57/2 % Registered Certificates of the Bank (»Férlagsbevis») . . » 200.000.000: — 
BPP ACOIREAN pg ws ke ee we te eee, Smt BS.0002 — 
ES LyG LEST | gp ee »  44.812.000:— 4 132.000.000: — 


Kr. 1.223.220.5397: 54 


; 


Inside the Circle: 
Private Telephone Lines of the 
Skandinaviska Kreditaktiebolaget 

Outside the Circle: 


Direct. Telephonic Connections 
with Foreign Countries. 
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